This paper discusses how formal sector wage affects informal employment and overall growth. We supplement the Labour Force Survey with a socioeconomic survey of our own in five towns of Lahore to profile home-based workers, street vendors, and waste pickers. Our results show that the informal sector is not only growing but also more women are joining it. It emerges as the only work opportunity for the low skilled in the nonagricultural sector. We estimate the percentage distribution of employed labour force in the informal sector by using dynamic panel data modeling approach. Our result confirms that increases in wages in formal sector lead to more informal employment opportunities. Manufacturing sector growth is positively related to employment in informal sector. However, the overall GDP growth is negatively related to informal employment. There is unobserved gender heterogeneity and no latent time effect. Random effect and Arellano and Bond (1991) GMM style dynamic panel model outperforms other experiments in terms of consistency of estimator and efficiency gains.
INTRODUCTION
Since early 2000s, Pakistan adopted a neoliberal regime to open the economy to global competition and squeeze government spending. This directional change brought increased flow of overseas remittances, speculative investment, and consumerism. Consequently, economy grew but commodity-producing sector has been shrinking. Public sector spending has been falling, especially on social sectors. There are inadequate provisions for social security and employment based income guarantees. However, this growth and stability was short lived and we now have a fragile state and slowing economy. In the absence of an effective regulatory role of the state, and due to the failure in developing a long-term strategy to harness the labour force potential, we have a huge informal sector existing side by side with the formal economy. Almost 22 million of the employed labour force is earning its livelihood in streets and government has no record of it.
The informal workers can be categorized as self-employed workers and wage workers, doing diversified jobs from petty traders to small producers and from rickshaw driver to shoe shiners. It is difficult to measure the value added contribution of the informal in Pakistan. Indirect estimation approaches on the basis of employment and hours worked are being used to estimate the contribution of informal economy. For instance, Idris (2008) estimates the share at 36.8 percent of GNP, which is significant. Arby, Malik and Hanif (2010) In this paper we will be looking at the existing scenario of informal sector in Pakistan, a country that still is a victim of economic crises and is characterized as a third world developing state. The aim is to understand the socioeconomic characteristics of individuals engaged in the activities of street vendors, waste pickers and home-based workers in nine towns of the city district of Lahore. The paper further seeks to illustrate the overwhelming challenges that informal workers have to encounter in achieving "decent" work and wage in the wake of neoliberal policies. Finally, the paper looks at the possibilities that exist for reorienting economic policies and laws in order to increase the representative voice of informal workers, both men and women.
According to Chen (2007) , when the notion of informal sector first got attention in the seventies, it was considered marginal and peripheral, not linked to the formal economy. Some continued to believe that the informal sector in developing countries would disappear once they
achieved sufficient levels of economic growth and modern industrial development. However, the informal economy is not only growing but also contributing to economic growth and enjoying linkages with formal sector [Pietrobelli, Rabellotti and Aquilina (2004) , Bruton, Ireland and Ketchen (2012) ]. The market never accounts for vulnerability while claiming to resolve the question of economic choices [Portes and Hoffman ( 2003) ]. "Freedom without opportunity is a devil's gift, and the refusal to provide such opportunities is criminal. The fate of the more vulnerable offers a sharp measure of the distance from here to something that might be called 'civilization'" [Chomsky(1997) ]. Informal workers are poor because their incomes are low, they have low skills, and there is no comprehensive government plan to protect the workers and regulate employers in informal sector [Charmes (2000) ]. Neoliberal agenda was presented as market oriented and gender neutral. It never paid attention to family and the position of women in a family [Coulter (2009)] . In actual practice, gender neutrality is "implicit masculinization of these macro-structural models" [Freeman (2001) ]. Neoliberal polices affect men and women differently and their impact on various women groups is discriminatory. These policies have increased gender inequalities and poverty. Women are economically poorer because on average asset poverty is higher amongst women. Their mobility is low and it makes it difficult for them to avail opportunities and alternatives [Pearson (1998 ), Standing (1999 , Hutton and Giddens (2000) ]. Women are usually on the lower tier of the workforce, work in the informal sector as shock absorbers [Babb (1996) ]. The share of women in the export oriented industries has increased but "international institutions and trade agreements rarely take the gendered nature of globalization into account" [Bell and Brambilla (2002) ].
Data available on the informal sector do not depict the true picture. There is no comprehensive survey carried out to find the contribution of informal sector in Pakistan [Gennari( 2004) ]. Kemal and Mehmood (1998) made the first attempt to conduct a survey of urban informal enterprises in Pakistan. Their study finds tax exemption and no government intervention as a reason of growth. Informal enterprises are found to be intensive in unskilled labour. Most of the information about the informal sector and especially women's involvement in Pakistan comes from individual studies [Shaheed and Mumtaz (1981) , Mumtaz and Saleem (2010) ] that have highlighted the key characteristics of the sector i.e. long hours of work, lack of continuity, absence of contracts and its often hazardous nature. Khan and Khan (2009) Followed by this introduction, section 2 outlines our methodology and research design.
Section 3 explains some international findings, while section 4 gives descriptive analysis on the basis of LFSs and the results of our survey of towns in Lahore. Section 5 provides results of the dynamic panel data modeling exercise. The last section presents conclusions and major findings.
ANALYTICAL FRAMEWORK
We conducted a survey in Lahore to find the causative factors of employment in the informal sector. On the basis of this information, a dynamic panel model is estimated. Panel data refers to data sets consisting of multiple observations on each sampling unit.
This could be generated by pooling time-series observations across a variety of cross-sectional units including countries, states, regions, firms, or randomly sampled individuals or households Baltagi (1998) . Panel data set is considered desirable because of efficiency gains due to greater variability and alleviation of multicollinearity problem in cross sectional or time series data [Griliches and Hausman(1986) 
2.1Dynamic Panel Model
Correlation between lagged dependent term and error term will generate biased and inconsistent results. Its inconsistency will increase with large 'T'. Hsiao (1986) Arellano (1989) uses second difference instead of difference at level, but it generated singularity issue. Arellano and Bond (1991) recommended GMM with use of instruments and larger orders of moments to obtain additional efficiency gains. They further recommended using orthogonality conditions between lagged variables and GMM frame work and Sargan-type test for over-identifying restrictions to resolve singularity point and small variance.
We used employment in informal sector (yit), measured as percentage distribution of employed persons 10 years of age and over engaged in informal sector by major industry division and sex. Explanatory variables include wages and growth rate of industry. Wages (wit), is measured as average monthly wages of employees by wage group in major industry and growth rate of manufacturing industries as control variable.
Data was taken from LFSs during 2001-2011. The LFS collects data from 36,464
households divided into four distinct, nationally representative samples. Out of these 6248 sample households are from Punjab urban areas. As the survey started to publish wage data only from 2008 onward, some adjustments had to be made for the previous years. Moreover, we used incomplete panel data model to deal with randomly missing observations [Baltagi (1985) ].
INTERNATIONAL FINDINGS
Informal workers are not counted as members of organized labour force recognized by laws. They have low incomes, live at subsistence level and have no link and interaction with or access to government. They have no voice, no recognition and no visibility [Rodin et al. (2012) ].
It is the only work opportunity for the workers who decide to join the informal sector so it is considered as optimal decision of the worker [Chaudhuri and Mukhopadhyay (2010) ]. Informal workers rise and fall with the fate of formal sector due to its linkages with formal sector, trade and industry, etc. It is cost effective for the large firms to hire cheap labour at the lower wages.
Informal enterprises exist because of the cumbersome procedure and rules of registration for the firms and to save taxes [Soto (1989) ]. According to De Pardo and Castano (1991), informal activities are more prevalent in the age group of (4-19) and among individuals older than fifty years. Findings of others show that women are more likely to be informal workers or operating business as unpaid family workers as they are also responsible for family and child care. Various studies showed that males are usually more involved as family traders and street vendors as compared to women (41percent). Informal workers are usually literate and concentrated at low level of educational skills and levels of schooling. Informal sector is characterized by longer working hours, low wages, no job compensations, wage differential on the basis of sex and low turnover [Guisinger and Irfan (1980) , Fortuna and Prates (1991), De Pardo and Castano (1991) ].
CHARACTERISTICS OF THE INFORMAL SECTOR
This section outlines the characteristics of the informal sector on the basis of LFSs and our survey of Lahore.
Pakistan
According to the LFS data, the informal sector in Pakistan is more or less evenly distributed across rural and urban areas. Almost 91 percent of the informal sector workers are male. Women seem to be non-existent in the informal economy according to official figures (Table 1) . According to LFS 2010-11, 54 .94 percent of the total employed labour force was engaged in the non-agriculture sector and the informal sector, which falls within it, accounted for 40.56 percentage points (21.8 million) of all employment. However women's share of the informal non-agricultural employment was a miniscule 3.93 percentage points of all employment though still more than double that of women in formal employment in the same sector (Table 1) The share of the informal sector has not changed significantly but more women are joining the informal sector as the female share increased from 3.7 percentage points in 2007-08 to 3.93
percentage points in 2010-11. percentage points were self-employed and employee in the sector were 1.75 percentage points.
One of the major issues regarding the informal sector is the invisibility of women workers in the national statistics and in the policy discourse. This is due to definitional problems and socio-cultural constraints as well as gender biases and flaws in sample sizes and data collection methods. As a result activity patterns of women workers remain ignored, not because they are not working but as many independent studies have highlighted, their work does not get counted or recognized. On almost every site of the Pakistan Participatory Poverty Assessment [PPA (2003)] for instance, women were found to be engaged in productive work (sewing shoes, footballs, peeling nuts, etc. etc.). A number of reasons may be offered for the invisibility, including the fact that women do not seem to own businesses in the informal economy; that women are less likely to be reported as self-employed and much more likely than men to be reported to be unpaid family workers. Similarly, one sees that men in the informal sector form 90 percent of the total employed whereas women barely form one-tenth of the sector.
Punjab
In Punjab 43.4 percent of the labour force is employed in the agriculture sector whereas It has more income poverty than food poverty. Mostly, poverty is concentrated in the depressed areas and katchi abadis and slum concentrations.
Lahore
We carried out a survey to get further insights into the various dimensions of the informal sector and the lives of those engaged in activities that are widespread but underrepresented or ignored in the national surveys and planning. We used convenience sampling technique for selecting the individuals. No comprehensive list is available for street vendors and waste pickers. Home based workers were identified with the help of various NGOs working in Lahore. We used structured questionnaires to interview 100 street venders out of which 75 were male, 95 waste pickers of whom 85 were male and 105 home based workers all of whom were females. The majority of the workers (85 percent) were within the age group of 25 years and above. The survey was completely focused on these three groups constituting a major part of the informal economy in Lahore. Issues and policy gaps were highlighted through focus group discussions. The following activity profiles emerged.
4.3.1Activitity Profiles
Waste pickers: These workers collect waste from street and neighborhood dumps. Usually they rummage for recyclable items like reality is that the waste and damaged material is not vetted properly before recycling and can be injurious to the health of the pickers as well as the end users of the recycled products.
Home based workers: These workers are usually women working in their own houses.
Women consider their work as a part time activity and usually every member is involved as helper. It is a safe opportunity of work and a regular source of income for their family's education or health. These women are involved in work related to textile, garments, jewelry, shoemaking, washing bottles, candy wrapping and electronics. One of the grave issues for these women is low wages despite long hours of daily work. Home-based workers earn from Rs.100 to 150 for 16 hours of work. These women are aware of their exploitation by the middleman because many NGOs are working with them in resolving their capacity issues. Women harassment was found as a common problem.
Street vendors:
This is the most visible and diversified subsector of the study. These are usually self employed entrepreneurs who prefer to work independently as compared to work under someone in a factory as an informal worker. This group not only varies with respect to economic activity but also differs from each other with respect to working hours. Their clientele also varies from formal sector factories and retailers to the poor and vulnerable. Some vendors are involved in trading between cities and working as self employed entrepreneurs. Others own cart or stalls and sell things by using public spaces. It also includes peddlers who hawk to sell their products in parks, streets and at rail and bus stations. We found insignificant presence of women workers. All types of vendors complained about inappropriate treatment by various government departments. A few reported a regular amount of monthly charges which they have to pay in order to have liberty at their work place. Mostly children are found as helpers working at very low wage.
Socio-Economic Profiles
Our survey in Lahore showed informal workers losing out not only from the excluded economic sector, but also suffer the pains of social exclusion. This exclusion is reflected in low education, low skills, low wages, poverty, lesser availability of civic facilities, financial services and harsh working conditions. This shows that in informal sector many are deprived of better education and skill training.
Thirdly, low income is also an attribute of informal sector. Most of the workers (69 percent) are earning hardly Rs. 6000 per month: 20 percent of the respondents earn less than
Rs.3000 per month, 6 percent earn more than Rs.10,000 every month and 5 percent of the households received remittances from abroad with the median value of Rs. 400,000 in the year 2010-11. Low education, low income, large family size and high dependency ratio are reasons for the prevalence of extreme poverty in the informal sector. Informal workers (34 percent) in our survey felt they had no other option as preferred mode of earning. Only half of the respondents wish to be part of the formal sector and want to benefit from the facilities that they feel are being provided in the formal sector e.g. the minimum wage. A small number (less than 5 percent) also felt that they would be eligible to social protection and have better access to the market through formalization and better economic prospects. The remaining respondents are happy with their informal status. However, for more than two-thirds of the interviewed, poverty played a key role in forcing them to join the informal sector. A small number (10 percent) felt that with rampant unemployment they had been almost forced to join the informal sector. Almost 52.5 percent of the respondents had households with 7-9 members with 24.6 percent households having eight to ten family members and about 5 percent having more than eleven family members. Informal households are poor because only a few family members are part of the workforce. There were only 20 percent families with more than two breadwinners and rest of the families had only one member of the household with the responsibility to earn.
Fourthly, a crucial aspect of the informal sector is very low capacity to save and poor Fifthly, all informal workers reported poor medical facilities. They usually use traditional medicine or fake healers. Headache was the most common ailment that the respondents suffered from, besides seasonal ailments like fever, coughs, cold and diarrhea. Some also got injured during work. When injured almost half of them tried home treatments and the other half sought medical help. Those working outside homes (waste pickers and vendors) are also exposed to road accidents and occasionally dog and snake bites. Employers/contractors were never willing to pay compensation for the accidents occurring at work.
Sixthly, almost nonexistent entertainment facilities were reported for the lowest tier. It appears that these workers toil all day and hardly get time for recreation. In spite of that, 75 percent respondents said they do manage to take time out for watching television, 15 percent of the respondents said they listen to the radio and tape recorder in their leisure time. Occasionally, they went to public parks and attended marriage ceremonies and family get-togethers on Eid, which they reported as entertainment. 
Work and Working Conditions
Most of the workers were not satisfied with their working conditions and wanted to leave work if they could, though a quarter of the sample said they were happy and would like to stay in the work that they were doing. About 30 percent were uncertain and evasive about what they would prefer to do as they did not have any other options. And the rest of the respondents were of the view that they were willing to leave work if a government job was available. Most (80 percent) of the women are satisfied and contented with their work as it is just a part time activity, allowing them to contribute to family earnings.
First, our research showed that harsh working conditions are a reality of the informal sector. 68 percent of the respondents complained about it: 60 percent of them complained about tough work and long working hours, 12 percent talked about heat and no provision of shade, and remaining 28 percent had other problems like traveling, nonavailability of Sui gas and lack of husband's permission to work outside. Another prominent feature of informal work condition is abuse at work but our respondents considered it as something separate from working conditions.
A little over a quarter reported being abused at work, the majority stating that they had been victim of verbal abuse, 5 percent said that they have been subjected to physical abuse and one percent of the workers had suffered from sexual abuse. It was highlighted that they were generally abused by family members and associates. Two had been exploited by their employers.
All the home based workers in our survey reported exploitation by the middle man, whereas waste pickers reported abuse by the contractors and family associates.
Secondly, most of the workers reported long working hours and having to carry heavy loads, something that the home based workers are spared. But they too had to work for long hours. About 41percent worked for 9 to 12 hours a day and another 34.3 percent for up to 8 hours a day with no day off in a week. However 25 percent respondents managed to get a day off during the week. Almost 12 percent respondents carried up to 12 kgs of weight, 56 percent had to carry between 13kgs to 50kgs of weight, 22 percent respondents' load ranged between 51kgs to 100kgs and that of 10 respondents as heavy as 100kgs to 200kgs.
Thirdly, our survey of the informal sector showed that most of the respondents (about 68.9percent) had been involved in their work for more than 5 years, and rest of the respondents joined informal work with no experience and for less than 2 years. Most of the informal workers are young, 70 percent of the respondents having started work when they were between 13 and 15 years of age and about 11.5 percent were forced to work at the age of seven.
Fourthly, 72 percent of those surveyed were unemployed and only 28 percent were doing some petty work in the formal sector. Out of these 28 per cent, 4 percentage points were working as helpers/assistants, 10 percentage points were working as contract workers in different factories, 2 percentage points were assisting their fathers, selling vegetables or were working in a garment factory and 12 percentage points of the respondents (mainly women) reportedly doing nothing apart from the household chores. As the focus principally was on home-based workers, street vendors and waste collectors, these three groups were asked about the period for which they have been involved in this kind of work.
Fifthly, isolation and no interaction with any government official or department is the hall mark of our survey. Non-registered, the informal workers are outside the tax net. All street vendors pay someone either in bribes or as bhatta and think of themselves as registered. They have the pride of working for themselves. Vendors putting up stalls in the weekly Tuesday/Sunday Bazaars pay Rs.100/day to the Market Committee as a fee on a weekly basis.
Even those collecting waste in the Bazaars have to pay though it is not clear whether this is official or just some kind of commission to the organizers to guarantee the collection.
Sixthly, those surveyed reported a general lack of support from official or unofficial quarters (NGOs, contractors/intermediaries). In cases of emergency or crises about two-thirds reported seeking help form family or friends though not necessarily receiving positive responses.
Just one-tenth of the respondents confirmed that they had been approached by non-governmental organizations who had tried to assist them and some 15 percent reported assistance and support from contractors. When enquired about kind of help they expect to get from the government or the non-governmental organization, 55.7 percent respondents said that they needed financial assistance in order to meet their expenses (home/ shelter; shop to be allocated to them in the market where they work; funds for marriages of their daughters and sisters). Only 2 percent respondents asked to provide education for their children and 5 percent wanted jobs for themselves, while 38 percent were not clear about the kind of help they need.
RESULTS AND DISCUSSION
This section provides empirical evidence of panel data model on the informal sector of Pakistan. A summary of the results of panel data model, fixed effect and random effect is given in Column II represents fixed effect estimates with group 1(minning and quarrying ) as a reference category. We estimated fixed-effects model assuming that wage is not constant for all the major industrial employment groups in informal sector in Pakistan. It allowed us to observe heterogeneity among various employment levels. Coefficients of fixed effect model are insignificant and show that employment in informal sector is negatively associated with wages.
Value of rho shows 97 percent of the variance is due to differences across panels. Multiplier test for random effect, we rejected the null hypothesis and conclude that random effect is appropriate. There is significant evidence of differences across employment groups.
To find whether there is need to estimate time fixed effects while we are estimating fixed effect model, we conducted parm test. It is a joint test to see if the dummies for all years are equal to zero, in which case no time fixed effects are required. On the basis of parm test, we failed to reject the null hypothesis that all years' coefficients are jointly equal to zero; therefore, no time fixed effects are needed.
After estimating the panel data, we estimated the dynamic panel model. It enabled us to identify group effect and to control for missing or unobserved variables. Arellano and Bond (1991) suggest GMM that uses maximum lagged values as instrument to gain efficiency and minimization of bias. We compared Arellano and Bond (1991) , GMM one-step procedure with 21instruments and two controls, GDP growth rate and population growth rate with System GMM, two-step procedure with 25 instruments and no control. The results of these experiments are given in Table 5 . One-step GMM procedure outperforms the two-step GMM2. GMM1 produces smaller bias and a lower standard deviation results into efficiency gains. Interestingly, there is a tradeoff between the number of instruments and average bias, and the efficiency gain of the estimator.
In the four models, coefficient of wage equation is smallest in random effects model with minimum standard error. We can say GMM method is not superior in terms of average bias or efficiency.
CONCLUSIONS AND FINDINGS
Our findings are in alignment with international studies on informal workers. Informal sector is a permanent feature of our urban industrial sector. It grew over years and can no more be considered marginal. Informal workers have to face social and economic exclusion. These workers face limited work opportunities because of low and poor quality of education, low skill, low wages, poverty, lesser availability of civic facilities, banking services and harsh working conditions.
Informal work appears as the only opportunity for earning a livelihood, which provides meager means to satisfy basic needs. These workers are financially productive and a means of earning for formal sector.
It has been found that women's work is not only invisible but also not recognized. There is no data available on the women's work because most of the time their work is unpaid and nonmonetized. Furthermore, the rate of income that women in the informal sector earn is usually found to be low in comparison with those that are associated with the formal sector. The crucial factors for women employment are household size, the number of children in the household, dependency ratios, fertility patterns and housing characteristics. Most of the women work because of poverty, which in Pakistan has been on the rise. Our results confirm positive effect of manufacturing sector growth rate and wages on employment in the informal sector. The results of our empirical exercise confirm that wages are negatively associated with employment in informal sector. Random effect and Arellano and Bond (1991) GMM style dynamic panel model outperforms other techniques. Our results confirm positive effect of population growth on employment in industrial informal sector whereas GDP growth rate is negatively related with employment in informal sector. It is interesting to note that in period under study (2001) (2002) (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) , we have low GDP growth which is an outcome of following market based reforms. It resulted in more informal employment.
Moreover, the value of the wage coefficient remained consistent in all models, which shows there is no unobserved heterogeneity. Group effect is significant in case of manufacturing, wholesale and retail trade, transportation and community and social work when compared with reference to mining and quarrying sector employment opportunities. In these sectors wages are also positively related with employment opportunities. When we compare these categories with female workers, except for manufacturing and community and social work all types of employment opportunities turned out to be insignificant and negatively related to wages.
However, latent time effect is not significant. Our results thus show more significant gender heterogeneity.
It has been found that women's work is not only invisible and non-monetised, but the market is gender insensitive and does not have a human face. Neoliberal polices have increased gender inequalities and poverty. 
